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The Green Power Market Development GroupThe Green Power Market Development Group

Developing corporate markets Developing corporate markets 
for for 1,000 MW1,000 MW of new, of new, 

costcost--competitive green power competitive green power 
by 2010 in the USby 2010 in the US
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47 MW

Total = 123 megawatts (MW)Total = 123 megawatts (MW)

The Green Power Market Development Group has completed The Green Power Market Development Group has completed 
123 MW of green power projects and purchases123 MW of green power projects and purchases
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42%42%

Percent,  100% = 123 MWPercent,  100% = 123 MW

The majority of these purchases are onThe majority of these purchases are on--site systems and RECs site systems and RECs 
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Many current generation green power products are not Many current generation green power products are not 
sufficiently attractive to corporate customerssufficiently attractive to corporate customers

•• Regulated markets: $26 / Regulated markets: $26 / MWhMWh avg.avg.
•• Deregulated markets:  $21 / Deregulated markets:  $21 / MWhMWh avg.avg.

High premiumsHigh premiums1.1.

Limited value Limited value 
propositionproposition

•• PRPR
•• Environmental goalsEnvironmental goals
•• ??????

2.2.

Value proposition often does Value proposition often does 
not justify the premiumnot justify the premium

Less expensive means of PR Less expensive means of PR 
& meeting environmental goals& meeting environmental goals



““Next generationNext generation”” green power product designs can green power product designs can 
address these shortcomingsaddress these shortcomings

Reduces price premiumsReduces price premiumsGreen power using Green power using 
nationally sourced nationally sourced RECsRECs

Provides additional value Provides additional value 
proposition:  Hedgeproposition:  Hedge

LongLong--term fixedterm fixed--price price 
green powergreen power

Provides additional value Provides additional value 
proposition:  Hedgeproposition:  Hedge

Green contract for Green contract for 
differencesdifferences



What is green power using nationally sourced What is green power using nationally sourced RECsRECs??

$5/MWh 
wind REC

Green power = Commodity electricity + REC

$20/MWh 
wind REC

Utility

Conventional 
plant

Wind farm

Commodity 
electricity
RECs

ILLUSTRATIVEILLUSTRATIVE



Case example:  Case example:  PepcoPepco Energy Services, Sterling Planet, Energy Services, Sterling Planet, 
and The Tower Companiesand The Tower Companies

OffOff--thethe--shelf shelf 
green powergreen power

LocalLocal LFG REC LFG REC 
+ + 

Local electricityLocal electricity

High premiumHigh premium

March 2003March 2003

New green New green 
power productpower product

NationalNational biomass REC biomass REC 
+ + 

Local electricityLocal electricity

Lower premiumLower premium

More optionsMore options



Emergence of green power using nationally sourced Emergence of green power using nationally sourced RECsRECs
could have several market implicationscould have several market implications

•• Lower cost green powerLower cost green power
•• Greater variety of optionsGreater variety of options

For corporate customersFor corporate customers

•• Diversified portfolio (Diversified portfolio (““nationalnational””
and and ““locallocal”” green power)green power)

•• Ability to compete against Ability to compete against 
unbundled unbundled RECsRECs

For retail electricity For retail electricity 
supplierssuppliers



Green power using nationally sourced Green power using nationally sourced RECsRECs could help retail could help retail 
electricity suppliers provide alternatives to unbundled electricity suppliers provide alternatives to unbundled RECsRECs

Possible advantages to customerPossible advantages to customer

•• One contract negotiation (at least for a facility)One contract negotiation (at least for a facility)

•• All on same billAll on same bill

•• Easier to describeEasier to describe

•• Possible lower premium if retail electricity supplier gets Possible lower premium if retail electricity supplier gets 
volume discount on wholesale volume discount on wholesale RECsRECs



The green power premium could be lower than the REC price The green power premium could be lower than the REC price 
from the same source if electricity supplier buys at scalefrom the same source if electricity supplier buys at scale

REC marketerREC marketer

Customer ACustomer A

10,000 wind RECs
at $7/MWh

Scenario 1Scenario 1

Customer …Customer …

10,000 wind RECs
at $6/MWh

Customer BCustomer BCustomer ACustomer A

REC marketerREC marketer

Retail electricity Retail electricity 
suppliersupplier

100,000 wind 
RECs at $5/MWh

Scenario 2Scenario 2 ILLUSTRATIVEILLUSTRATIVE



What is longWhat is long--term fixedterm fixed--price green power?price green power?

•• 3+ years; often difficult for corporate 3+ years; often difficult for corporate 
customers to do >10 yearscustomers to do >10 years

•• Flat rateFlat rate

•• PR, environmental goals . . . PR, environmental goals . . . 
•• . . . plus hedge against electricity . . . plus hedge against electricity 

rate fluctuationsrate fluctuations

•• Not commonNot common

LongLong--termterm

Fixed priceFixed price

Value propositionValue proposition

StatusStatus



Case example:  Austin Energy’s fossil fuel charge vs. 
GreenChoice® charge

Source:  Austin Energy, 2004
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Consequently, itConsequently, it’’s no surprise that among regulated s no surprise that among regulated 
providers, Austin Energy has the largest green power programproviders, Austin Energy has the largest green power program
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Source: U.S. Department of Energy, National Renewable Energy LabSource: U.S. Department of Energy, National Renewable Energy Laboratory.  As of December 2003.oratory.  As of December 2003.

MWhMWh//yearyear, 2003, 2003

38.7 MWh/customer38.7 MWh/customer

5.8 MWh/customer5.8 MWh/customer

7.0 MWh/customer7.0 MWh/customer

5.7 MWh/customer5.7 MWh/customer

2.9 MWh/customer2.9 MWh/customer

3.0 MWh/customer3.0 MWh/customer
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2.9 MWh/customer2.9 MWh/customer

5.5 MWh/customer5.5 MWh/customer

??



Where would longWhere would long--term fixedterm fixed--price green power price green power 
be attractive?be attractive?

Markets where . . .  

• Rates fluctuate & volatility passed on to customers

• Natural gas a key primary fuel

• Suppliers transitioning away from price caps



Green Green 
power power 

generatorgenerator

Retail Retail 
electricity electricity 
suppliersupplier

Corporate Corporate 
customercustomer

Flow of electricityFlow of electricity
Flow of Flow of RECsRECs
Flow of moneyFlow of money
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What is a green contract for differences?What is a green contract for differences?

$40/MWh$40/MWh($10/MWh)($10/MWh)$30MWh$30MWh$40/MWh$40/MWh

Customer Customer 
payspays

market pricemarket price

$40/MWh$40/MWh$15/MWh$15/MWh$55/MWh$55/MWh$40/MWh$40/MWh
& net cost to customer is:& net cost to customer is:

$ customer receives $ customer receives 
from (pays to) green from (pays to) green 
power generator ispower generator is……

& market price for & market price for 
power ispower is……

CFD with green power CFD with green power 
generator signed atgenerator signed at……

Customer paysCustomer pays

Customer Customer 
receivesreceives

oror



Why green Why green CFDsCFDs??

•• PR, environmental goals . . . PR, environmental goals . . . 
•• . . . plus hedge against electricity rate fluctuations. . . plus hedge against electricity rate fluctuations

•• Deregulated marketsDeregulated markets

•• VisionQuestVisionQuest + City of Calgary (26,000 + City of Calgary (26,000 MWhMWh/year)/year)
•• VisionQuestVisionQuest + Province of Alberta (105,000 + Province of Alberta (105,000 

MWhMWh/year)/year)

•• NYSERDA working to develop windNYSERDA working to develop wind--based CFD in NYbased CFD in NY
•• WRI & NYSERDA issued joint RFIWRI & NYSERDA issued joint RFI

Value propositionValue proposition

Which markets?Which markets?

Case exampleCase example

Recent activityRecent activity



More information about next generation products can be More information about next generation products can be 
found in the next issue of WRIfound in the next issue of WRI’’s s ””Corporate Guide to Corporate Guide to 
Green Power MarketsGreen Power Markets””

•• November, 2004November, 2004

•• 3 products3 products

•• Case studiesCase studies

•• US, Canadian, & US, Canadian, & 
Mexican marketsMexican markets



Thank you!Thank you!

Photo courtesy of Corey Babcock & the National Renewable Energy Photo courtesy of Corey Babcock & the National Renewable Energy LaboratoryLaboratory
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